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stranm t h k  happened on the 
m y  to the chcckles8 society: 
We forgot whem we were 
Phi. 

Year after year, Americans 
set new records for writing 
pepor checb despite decades 

of campaigning by bankers who want to cut 
r m t s  by promotin8 credit cards, debit cards. 
direct deposit and other forms of electronic 
banking. 

Bankern say it over and ovec Checks are 
expensive to print, to write, to mail and to 
process. 

%ut customers like the paper record a 
check creates. They llke the control checks 
give them over when money is withdrawn. 
And they like the "float" - the added inter. 
est they can earn on their money while the 
check is in the mall. 

This two. or three-day delry rlso allows 
rinlomers to put a check In the mnil before 
they put money in the account to cover it. 
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2 4. The Sm Ftrnclsco Fed sends the check to the 
Federal Rwsne branch In Denver for collection. 

, SOURCE: Federal Reserve Bank 01 Cleveland Lexington Herald.Leader. KnighbRWr Tribv 

"People we very comfortable with using check, &d to switch to , 
son18 other fonn of banking inaka them uncon fortable." 
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Bankers Association. serves Eastern and Central Kentucky. That 
"People are very comfortable with using 3.5 billion does not include Visa, MasterCard 

checks, and to switch to aome other form of and other private credit and debit cards. 
banking makes them uncomfortable," said which also post huge gains in transactions 
Donald J. Mullineaux, banking professor at each yesr. 
the University of Kentucky. All financial transactions are increasing 

"Our volume of checks continues to go up. because the economy is growing and every. 
It's something we talk about but we don't one is slmply buying more, Gates and other 
seem to be able to do anything about," said observers say. 
Steve Kelly, senior vice president of Central "People are just flat doing more transac- 
Bank h Trust Co. in Lexinaton. KY. tions of all kinds," Kelly said. 'There is no 

Kelly said. 
A less common card, the online 

deducts each purchase immediately 
the user's account. 

In another move IO make debit card: 
nttractive. Visa, MsslerCard and 
issuers recently put severe limits I 
amount of debt an owner must pay 
card is lost or stolen. 
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’ good things to say about the high- 
flying drug stocks these days. 

portfolio overweighting of large- 
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future deals are American Home products this year, is a se 
products (which saw its own Flynn and Nover. Its Sing 
a h d i v e  deal with SmithKlie “We’ve been recommending a I have the ability to advertise recommended by Flynn and Nover. asthma, Maxalt for migrc 
B e e c h  go up in smoke with the Propecia for hair growth 

“DynamiCS in pharmaceutical 
companies are robust and they now 

directly to consumers, which 

Viagra oral treatment for male 
sexual dysfunction, is 

Other popular new products are 
-.. 

Checks Hot Even in Electronic Age Bull M 
from PAGE 09 

The effect on check-writing is 
hard to predict, observers say. 

While each transfer will eliminate 
one paper check and create one 
rlrctronic transfer. the process will 
force some recipients to open bank 
accounts. which could lead them to 
write paper checks. 

Why go electronic? 
The government is taking the step 

for some of the smie reasons banks 
cite. 

Direct deposit is more reliable 
and secure than a paper check in the 
mail. Fewer mistakes are made 
because fewer people are involved, 
and, they argue, the process is a lot 
cheaper. 

The U.S. Treasury makes 850 mil- 
lion individual payments a year and 
expects to save $500 million in 
postage and handling in the f i  
five years of electronic transfers. 
The government says it will slash 

costs from 44 cents for each paper 
check to 2 cents for each electronic 
deposit. . .  

Banks and other financial hstitu- 
tions say they wilt save 80 cents for 
&.electronic transfer that elimi- 

if--, 

nates a paper check, according to 
the National Automated Clearing 
House Association. 

Tough to pin down 
But such lopsided estimates are 

disputed. 
In September, the chief executive 

of Global Concepts Inc. in Atlanta, 
Allen Lipis, rattled the banking 
industry with a study that showed 
electronic transactions are more 
expensive than paper checks. 

A typical electronic transaction 
can cost 8 cents, Lipis said, while 
checks often cost as little as 3 cents 
to process. 

“It was very controversial,” 
Mullineaux said. 

The cost of processing a check 
depends on how many banks have to 
handle the paper before it reaches 
the writer‘s bank, he said. 

“It’s very inexpensive,” for exam- 
ple, if a local resident with an 
account at a local bank gives a 
check to a local business. No more 
than two banks handle that check. 

If a Lexington bank customer 
writes a check in San Francisco, 
bowever, at least two commercial 

KNIGHT RIDDER NEWSPAPERS 

PAPERWORI(;: Steve Combs operates the sorting machine for paper 
checks at Central Bank In downtown Lexlngton, Ky. 

banks and two Federal ReSeNe 
Banks will handle that piece of 
paper, and the cost will be higher. 

Overall, Hall said, the national 
check processing system works 
smoothly and efficiently, but the 
true cost of processing a check 
remains a mystery. 

“I see a lot of numbers bandied 
about, but they are all estimates,“ 
Hall said. ‘What do you consider in 
the cost of processing a check? Do 
you count the millions of dollars in 
processing equipment that banks 
have bought? I don’t have the 
answer.” 

Fund4 
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share. And in 1991, whe 
earned 86 percent. it m, 
distribution to investor 
meant no tax bill. 

Thereasonsare mar 
don’t have to pay out 
they sell the stocks or  
lock in those gains. Fc 
to subtract from their 
distribution any wpit;. 
lock in by selling inve 

Early this year, Mor 
began grading mutua: 
how weil they avoidei 
customers big tax bill 

Morningstar gave L‘ 
above-average rating 
produced few taxable 
December’s big distr 
certainly will cost tht 
above-average rating 

But investors shod 
‘Tax efficiency is : 

but it’s not that grerr! 
of future M efficier 
Kinnel, equity fund f 
Morningstar Mutual 

In short, investors 
count on a taxeffici 
staying that way. Nr 

different. 
Money -Management Lessons From the Columnist next avoid= year inefficient might be 
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from what source). 
I do a little more with the checks 

fnnn work. I record the total pay 
as income. and any deduction as an 
expense or a transfer to another 
account. The money withheld for 
f.+rnI incnmr tax, Social Security 

We put the credit card receipts in 
the inside pocket of a three-ring 
loose-leaf binder we use to keep 
our financial statements. When the 
credit card bill arrives, we check 
off each expense against our list. 

Then, assuming we have no 
further use for the receipts, we 
throw them out. We punch three 

,:. -.., , l i t  . . l , - . l  .t.,f’.,nr“t . .  

and electricity by having the 
money transferred electronically 
from our checking account. 

When a bill does arrive we check 
it for errors right away, and read it 
carefully. Example: We shaved 
$150 from our homeowners’ 
insurance by noticing we could 
raise the deductible from $2,500 to 
$s.mn. an option that was not 

some of our free-lance income, it is 
very helpful for us to do this. 
Our important papers: 
Many are in three-ring binders, 

allowing newer statements to 
replace the old, and others are in 
fireproof cabinets in and outside 
our home. We have a list of where 
everything is, and our daughter has 
a copy. 

. David Sederholrr: 
Dickson argue that 
managers could do 
protecting custom- 
r e m s .  

Dickson found J 
completing his dis 
Stanford four yea: 
Sederholrn’s discn 
real life. 
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